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Abstract

Consumption and wealth accumulation reflect the consumption behavior
patterns of consumers and capital storage. The Iran’s economy currently
faces numerous challenges in the areas of consumption and wealth
accumulation, which have a significant impact on economic growth and
welfare. The aim of this study is to investigate the asymmetric effects of
booms and busts on consumption and wealth accumulation in Iran during the
years 1971 to 2023. To analyze the asymmetric effects of output, this study
employs the nonlinear autoregressive distributed lag (NARDL) method. The
results indicate that economic booms lead to an increase in consumption and
wealth accumulation, while economic busts lead to a decrease in them.
Furthermore, the adverse effects of busts on consumption and wealth
accumulation are significantly greater than the positive effects of booms, and
these asymmetric effects intensify in the long run. In addition, inflation and
unemployment have a negative impact on consumption, while government
size has a positive impact. Similarly, inflation and government size directly
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affect wealth accumulation, while the unemployment rate has an inverse
effect.
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Extended Abstract
1. Introduction

The issue of welfare, beyond mere economic growth, has always been at the
center of attention for governments and societies and is regarded as a
criterion for evaluating government performance (Sadeghi et al., 2016).
However, despite efforts made in Iran, there remains a significant gap
between welfare objectives and reality. To better understand this issue and
find suitable solutions, a deeper examination of the factors affecting
economic welfare is necessary. Many previous studies, such as those
referenced by Hari et al. (2020) and Schneider and Winkler (2021), focusing
on single indicators like per capita national income or gross domestic
product, may have presented an incomplete picture of welfare (Kafaei and
Pourfathi, 2019). These studies generally employed a linear approach,
assuming that the positive and negative effects of economic fluctuations
(booms and recessions) on welfare are symmetric and identical, whereas this
assumption may not always hold true, and the effects of booms and
recessions can asymmetrically impact various dimensions of welfare,
including consumption and wealth accumulation (Zarooki and Maghdesi-
Sedehi, 2021). In this regard, the present research investigates the
asymmetric impact of economic booms and recessions on consumption and
wealth accumulation in Iran, and instead of using traditional indicators, it
utilizes the composite economic welfare index developed by Osberg and
Sharpe (2009), which simultaneously considers multiple dimensions of
welfare including consumption, wealth accumulation, income distribution,
and economic security. This approach allows for a more precise assessment
of welfare status and the identification of strengths and weaknesses in
economic policies. The main question of this study is whether there is a
significant difference in the impact of booms and recessions on consumption
and wealth accumulation in the Iranian economy and whether economic
policies should be designed to account for the asymmetric effects of these
two phases. The study’s findings can assist economic policymakers in
designing targeted and effective policies to enhance welfare under varying



economic conditions. Furthermore, the examined period from 1971 to 2023
includes major political and economic events that may have significant
effects on welfare.

2. Methodology

The aim of the present research is to analyze the asymmetric effect of
economic booms and recessions on consumption flow and wealth
accumulation in Iran. To identify periods of boom and recession, changes in
Gross Domestic Product (GDP) are used (Healy and Crystal, 2018), and the
NARDL model introduced by Shin et al. (2014) is employed. This model,
part of the ARDL family, allows for separate examination of the positive and
negative effects of variables in the short and long term and identifies
asymmetric relationships between them.

In the first model, the variables under study include the logarithm of
consumption (CF) and the logarithm of real GDP (LnRGDP), and the
sensitivity of consumption to inflation (Inf), unemployment (UnEmpR), and
government size (GS) is also considered. In the second model, the dimension
of wealth accumulation replaces the consumption dimension. The study
period covers annual data from 1971 to 2023, sourced from institutions such
as the Central Bank, Statistical Center, and World Bank. In this research, the
IEWB economic index is considered as a comprehensive economic welfare
indicator, and its impact on consumption, social wealth accumulation,
economic inequality, and economic insecurity is examined (Ozberg and
Sharp, 2009).

3. Findings

The results indicate that economic booms lead to an increase in consumption
and wealth accumulation, while economic busts lead to a decrease in them.
Furthermore, the adverse effects of busts on consumption and wealth
accumulation are significantly greater than the positive effects of booms, and
these asymmetric effects intensify in the long run. In addition, inflation and
unemployment have a negative impact on consumption, while government
size has a positive impact. Similarly, inflation and government size directly
affect wealth accumulation, while the unemployment rate has an inverse
effect.

4, Results

Based on the obtained results, the effect of economic boom (increased
production) on consumption in the short term is almost twice its effect on
wealth accumulation. This highlights the importance of focusing on
consumer welfare in improving the country's well-being during short
periods. Additionally, the effect of economic recession (decreased



production) on consumption is less than its effect on wealth accumulation.
Specifically, the negative impact of recession on wealth accumulation is
about 4.5 times greater than its impact on consumption. This asymmetry in
effects indicates the need to pay greater attention to welfare conditions
during economic downturns. In the long term, a similar pattern is observed;
meaning that the effect of economic boom on consumption is greater than its
effect on wealth accumulation, while the effect of economic recession on
wealth accumulation is greater than its effect on consumption. Furthermore,
in the long run, the effect of recession on consumption is more than twice the
effect of boom on consumption and about 4.5 times greater than the effect of
boom on wealth accumulation. Overall, the results of this study confirm that
booms lead to increases in consumption and wealth, and recessions result in
their decreases. Moreover, the negative effects of recessions on consumption
and wealth are greater than the positive effects of booms.
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